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Old Surety Life Insurance Company
Actuarial Memorandum
Form 500 -D - AR

Purpose

The purpose of this rate filing is to request a rate revision and to demonstrate that the anticipated
loss ratio of the product meets the minimum requirements of your state. This rate filing is not
intended to be used for other purposes.

General Descriptions

Form 500-D-AR is an individual Medicare Supplement Policy and is a closed block of business.
This policy provides coverage for Standard Medigap Plan D.

Scope and Reason for Rate Request

The requested rate increase is 8%. The rate increase is necessary because of the changes in
Medicare benefits, inflationary trends and adverse experience. If this rate increase is approved, it
will be implemented on the next policy anniversary date after proper policyholder notification.
Estimated Average Annual Premium

The current and proposed estimated average annual premiums are shown below:

Current $1,923
Proposed $2,077

Historical Experience

The historical experience on this block of business from inception through August 31, 2010 is
shown in Exhibit 1.

Loss Ratio Projection

The loss ratio projections without and with the proposed rate increase are shown in Exhibits 2 and
3. The following assumptions were used in the loss ratio projections:

Trend Rates: 10 %
Aging of Claims: 2%
Lapse Rates: 15%
Shock Lapses: 5%

Interest Rate 6%



Old Surety Life Insurance Company
Actuarial Memorandum
Form 500 -D - AR

Rate Increase: 8% (Implementation to begin 01/01/2011)

The projected loss ratios are shown in Exhibits 2 & 3. The Anticipated Future Loss Ratios and the
Lifetime Anticipated Loss Ratios are as follows:

Without Increase With Increase
Future 106.1% 98%
Lifetime 71.9% 70%

The future loss ratio is calculated as the present value of future incurred claims divided by the
present value of future earned premiums. The lifetime loss ratio is calculated as the sum of the
accumulated incurred claims since inception plus the sum of the present value of future incurred
claims divided by the sum of the accumulated earned premiums since inception plus the sum of the

present value of future earned premiums.

Actuarial Certification

| certify that to the best of my knowledge and judgment, this rate submission is in compliance with
the applicable laws and regulations of the state and the benefits are reasonable in relation to the
premiums. The lifetime anticipated loss ratio exceeds the applicable loss ratio of 65%.

': /

\‘ ? kx( i C
James L. Harlin FSA MAAA
FiSource, Inc
1019 Waterwood Pkwy Suite E
Edmond, OK 73034
Telephone: 405/513-5166
Fax: 405/513-5166



Exhibit 1

Old Surety Life Insurance Company

Policy Form Form 500-D-AR

Current Average Rate $ 1,923

Proposed Average Rate $ 2,077

Historical Experience

Issue Number Earned Incurred Loss
Year of Policies Premium Claims Ratio
1995 0§ - $
1996 0% - $
1997 0% - $
1998 0% - $
1999 0% - $ -
2000 37 % 8,046 $ 6,946 86%
2001 168 $ 111,405 $ 56,919 51%
2002 228 $§ 207,476 $ 113,051 54%
2003 254 $ 261570 $ 137,646 53%
2004 274 $ 296,110 $ 148,470 50%
2005 269 $ 305503 $ 198,301 65%
2006 237 $ 279,198 $ 201,323 72%
2007 211 $ 289407 $ 193,392 67%
2008 187 $ 287562 $ 226,493 79%
2009 163 $ 263,539 $ 190,848 72%
2010 132 $§ 163213 $ 102,482 63%

2010 is for data through August 31 2010



Exhibit 2
Old Surety Life Insurance Company
Policy Form Form 500-D-AR

10-Year Projection
Without proposed increase

WITHOUT INTEREST ___ WITH INTEREST
Calendar Earned Incurred Loss Earned Incurred Loss
Year Premium Claims Ratio Premium Claims Ratio
1995 $ - 8 - $ “ 8 5
1996 $ - 3 - $ - 3 g
1997 $ - 38 - $ -3 .
1998 $ - $ - $ a $ -
1999 $ - $ - $ - $ -
2000 $ 8,046 $ 6,946 86% $ 14,409 $ 12,439 86%
2001 $ 111,405 $ 56,919 51% $ 188,216 $ 96,163 51%
2002 $ 207,476 $ 113,051 54% $ 330685 $ 180,186 54%
2003 $ 261,570 $ 137,646 53% $ 393,305 $ 206,969 53%
2004 $ 296,110 $ 148,470 50% $ 420,038 $ 210,608 50%
2005 $ 305,503 $ 198,301 65% $ 408,832 % 265,371 65%
2006 $ 279,198 $ 201,323 2% $ 352,481 % 254,166 72%
2007 $ 289,407 $ 193,392 67% $ 344688 $ 230,333 67%
2008 $ 287,562 $ 226,493 79% $ 323,105 $ 254,488 79%
2009 $ 263,539 $ 190,848 72% $ 279,351 $ 202,299 72%
2010 $ 244820 $ 159,872 65% $ 244,820 $ 159,872 65%
2011 $ 208,097 $ 152,470 73% $ 196,318 $ 143,839 73%
2012 $ 176,882 $ 145,410 82% $ 157,424 $ 129,415 82%
2013 $ 150,350 $ 138,678 92% $ 126,237 $ 116,437 92%
2014 % 127,797 $ 132,257 103% $ 101,227 $ 104,760 103%
2015 $ 108,628 $ 126,134 116% $ 81,173 $ 94,254 116%
2016 $ 92,334 $ 120,294 130% $ 65,092 $ 84,802 130%
2017 $ 78,484 $ 114,724 146% $ 52,196 $ 76,298 146%
2018 $ 66,711 $§ 109,412 164% $ 41855 $ 68,647 164%
2019 $ 56,704 $ 104,347 184% $ 33,663 $ 61,763 184%
2020 $ 48,199 $ 99,515 206% $ 26,914 $ 55,569 206%
Past $ 2554636 $ 1,633,261 63.9% $ 3,299,930 $ 2,072,893 62.8%
Future $ 1,114,185 $ 1,243,241 111.6% $ 881,999 § 935,784 106.1%
Lifetime $ 3,668,820 $ 2,876,502 784% $ 4,181,929 $ 3,008,677 71.9%
Trend 10.0% Old Blend Rt $ 1,923
Aging Trend 2.0% NewBlendRt $ 2,077
Lapse rate 15.0%
Shock Lapse 5.0%

Int Rate 6.0%




Exhibit 3

Old Surety Life Insurance Company
Form 500-D-AR

Policy Form

10-Year Projection

With proposed increase

WITHOUT INTEREST____

WITH INTEREST

Calendar Earned Incurred Loss Earned Incurred

Year Premium Claims Ratio Premium Claims Ratio
1995 $ - $ - 3 - $ -
1996 $ - 8 . $ - $ -
1997 $ - $ S $ - $ -
1998 $ - 8 > $ w8 .
1999 $ - $ - $ - $ -
2000 $ 8,046 $ 6,946 86% $ 14,409 $ 12,439 86%
2001 $ 111,405 $ 56,919 51% $ 188,216 $ 96,163 51%
2002 $ 207,476 $ 113,051 54% $ 330685 $ 180,186 54%
2003 $ 261,570 $ 137,646 53% $ 393,305 $ 206,969 53%
2004 $ 296,110 $ 148,470 50% $ 420,038 $ 210,608 50%
2005 $ 305,503 $ 198,301 65% $ 408832 % 265,371 65%
2006 $ 279,198 $ 201,323 72% $ 352,481 $ 254,166 72%
2007 $ 289,407 $ 193,392 67% $ 344688 $ 230,333 67%
2008 $ 287,562 $ 226,493 79% $ 323,105 $ 254 488 79%
2009 $ 263,539 $ 190,848 72% $ 279,351 % 202,299 72%
2010 $ 244820 $ 159,872 65% $ 244820 $ 159,872 65%
2011 $ 211,524 $ 143,501 68% $ 199,551 $ 135,378 68%
2012 $ 179,795 $ 136,857 76% $ 160,017 $ 121,802 76%
2013 $ 152,826 $ 130,520 85% $ 128,316 $ 109,587 85%
2014 $ 129,902 $ 124,477 9%6% $ 102,895 $ 98,598 96%
2015 $ 110,417 $ 118,714 108% $ 82510 $ 88,710 108%
2016 $ 93,854 § 113,218 121% $ 66,164 $ 79,814 121%
2017 $ 79,776 $ 107,976 135% $ 53,056 $ 71,810 135%
2018 $ 67,810 $ 102,976 152% $ 42545 $ 64,609 152%
2019 $ 57,638 $ 98,209 170% $ 34116 $ 58,129 170%
2020 $ 48993 $ 93,661 191% $ 27,357 $ 52,300 191%

Past $ 2,554636 $ 1,633,261 64% $ 3,299,930 $ 2,072,893 63%

Future $ 1132536 $ 1,170,109 103% $ 896,526 $ 880,738 98%

Lifetime $ 3,687,171 $ 2,803,370 76% $ 4,196,456 $ 2,953,631 70%

Trend 10.0% OldBlend Rt § 1,923

Aging Trend 2.0% NewBlend Rt $ 2,077

Lapse rate 15.0%

Shock Lapse 5.0% New/old Rt 108.0%

Int Rate 6.0%
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